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In the latest blow to beleaguered Paraguayan President Luis Gonzalez Macchi, the country's lower
house voted on Dec. 5 to begin impeachment proceedings against him. The action could worsen
Paraguay's already critical political and economic picture. This year has been a difficult one for both
the president and the country.
Economists predict the economy will contract by 4% this year. The national currency has lost 30%
of its value against the dollar since January. The government may be unable to give civil servants
their paychecks and year-end bonuses. At the end of November, the finance minister and the
president of the Banco Central both resigned. While politicians maneuver with an eye toward
upcoming presidential elections, the country is on the verge of bankruptcy and struggling to avoid
an Argentine-style collapse.
Support for impeachment
The Camara de Diputados voted 50 to 0, with 11 abstentions, to charge Gonzalez Macchi on counts
including corruption and bad management. The matter now goes to the Senate where a twothirds majority would be needed to remove the president from office. Both houses of Congress are
dominated by the governing Asociacion Nacional Republicana (ANR, Partido Colorado).
During the crowded session, Deputy Blas Llano of the Partido Liberal Radical Autentico (PLRA)
introduced the motion for impeachment, saying at least three serious allegations of corruption have
been lodged against Gonzalez Macchi. He is accused of illegally diverting US$16 million from two
banks, questionable use of discretionary funds, and buying a luxury BMW that was stolen in Brazil
(see NotiSur, 2002-07-26). If Gonzalez Macchi were removed from office, he would be replaced by
Congress president Juan Carlos Galaverna of the Partido Colorado.
Galaverna, a controversial lawmaker, has used various delaying tactics as head of Congress to avoid
electing a new vice president, which many see as evidence that he wants to be in the position to
take over if Gonzalez Macchi steps down or is impeached. Julio Cesar Franco of the PLRA, who was
elected vice president in August 2000, resigned in October to run for president. The vice presidency
had been vacant since the March 1999 assassination of Luis Maria Argana.
Circumstances surrounding the assassination led to the resignation of then President Raul Cubas
Grau. At that point Gonzalez Macchi, then Senate president, assumed the presidency (see NotiSur,
1999-03-26). Gonzalez Macchi, whose term ends in August 2003, has become increasingly unpopular
as Paraguay struggles through a devastating recession. In a recent poll, 77% of those responding said
they did not support the president, while only 1% said they did. Despite such dismal figures, the
Partido Colorado, which has been in power since 1949, hopes to win the April 29, 2003, presidential
elections.
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Voters will also choose a new vice president, 17 governors, legislators for both houses of Congress,
and departmental officials. Later this month, both the Partido Colorado and the PLRA will hold
primaries to choose their candidates for the April election. To win the presidency, the Partido
Colorado will have to overcome the serious divisions within the party that have been exacerbated by
the events that brought Gonzalez Macchi to power and by the corruption scandals that have marked
his term in office.
Little support for Gonzalez Macchi
Political analyst Jose Morinigo said that, following the unexpected move by the lower house,
"anything could happen." He said that, based on comments from some lawmakers, the resolution
could be "a warning" to Gonzalez Macchi about his refusal to step down despite pressure from all
political sectors. Some of the strongest criticism of the president has come from within the Partido
Colorado, where party leader and presidential pre-candidate Nicanor Duarte Frutos has distanced
himself from the president to avoid damaging his chance for the party nomination. Upon his return
from a Southern Cone Common Market (MERCOSUR) summit, Gonzalez Macchi told reporters that
he was not apprehensive about the impeachment process, and he said he would not resign.
"A politician must be prepared for this kind of thing; if the legislators have the majority and approve
it, I will have no option but to leave, otherwise I will not do it," he said. Partido Colorado Sen.
Miguel Angel Ramirez told Notimex that "it will be hard for those who want to defend Gonzalez
Macchi and prevent his removal, especially during a pre-electoral period." He said that "the
deputies who yesterday resolved to begin the impeachment process had a carefully crafted plan,
they kept their intentions secret, and they had the necessary votes to pass the measure."
Ramirez admitted that the Gonzales Macchi presidency is very damaging for his party, but he
said that "to change it at this moment, months from the end of his term, is not going to bring
any improvement." He added, "The problems of the country are so serious that even the future
government will not be able to resolve them quickly."
Former vice president and PLRA presidential hopeful Franco said that the deputies finally
understood the situation. "For the past two years, we have been calling for this to be done, and it
would have been much better to have acted much sooner and left the government in my hands,
but the interests of those in power did not allow that to happen," said Franco. By Dec. 11, talk was
increasing regarding a possible constitutional way out, specifically a plan to turn over power early to
the person elected in April.
Pre-candidates Duarte Frutos and Franco both indicated support if Gonzalez Macchi would
agree. Mario Paz, who was promoting the idea, said that, under the plan, after the April elections,
Congress would vote to elect as vice president the winner of the election to fulfill the constitutional
requirements for succession. Gonzalez Macchi would then step down, the newly chosen "vice
president" would take over and would govern provisionally until August 2003, when he and
whoever was elected vice president would begin their official term in office.
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Political crisis could complicate economic problems
The president has been desperately seeking an accord with the International Monetary Fund (IMF)
to avoid defaulting on outstanding loans. But, as in Argentina, Paraguayan lawmakers have balked
at the austerity measures the fund wants enacted in return for a US$200 million standby agreement.
The bills the IMF wants passed would increase the value-added tax (impuesto al valor agregado,
IVA) and impose a special levy on luxury items like perfume and cigarettes. They would also cut
spending for pensions and impose other austerity measures that a majority of the lawmakers feel
would prolong the recession that the country has been in since 1995.
Tax collection has been down since mid-year. Since July, the government has been paying salaries
to government workers as much as three weeks late. Many in Congress are convinced that, rather
than institute more recessive measures, the Finance Ministry should put more energy into battling
tax evasion, which official estimates put at two-thirds of what should be collected.
On Nov. 21, Congress put off voting on the measures for 30 days. With the summer recess set
to begin in 28 days, the move meant no action until next year. Finance Minister James Spalding
resigned Nov. 22, frustrated with the congressional delays in approving the IMF-backed bills.
Spalding's resignation followed on the heels of the resignation of Banco Central president Raul Vera
who was also upset with the Congress. He had just met with an IMF team who warned him of the
delicate situation of the local economy.
IMF representative for Southern Cone countries Jeffrey Franks said that Paraguay would face a
"complicated and black" situation next year. "I regret that the deputies have postponed the study
of the economic transition bill, which was the way out of the serious economic crisis and the deep
recession in Paraguay," said Franks. Gonzalez Macchi reacted to the resignations by saying that
he is like the captain of a ship who must go on "navigating" despite the resignations. "I have to
continue navigating whether or not there is a storm, I have to change sailors, but we will continue
navigating," he said.
On Nov. 25, Gonzalez Macchi named civil engineer and Minister of Public Works and
Communications Alcides Jimenez as the new finance minister. Antonio Adam Nill, former
director of the Entidad Binacional Yacyreta, will take over the Ministry of Public Works and
Communications. The president also submitted to Congress the name of economist Juan Ortiz Vely
as interim president of the Banco Central.
Among its many problems, Paraguay must overcome decades of being considered the most corrupt
nation in South America, which has discouraged foreign investment. The situation is so bad that,
when Jimenez was sworn in on Nov. 25, he publicly warned any opportunists that "there is nothing
further that can be extracted from the state coffers." Jimenez will have a difficult job.
"This has been the worst year in two decades, and our forecast is that economic activity is going to
decline even further in 2003," Franks told reporters. "President Gonzalez Macchi will have to choose
at the end of the month who to pay and who not to pay." "Time is running out," said Jimenez. "We
have to plow with the oxen we've got."
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